ABSTRACT: Foreign direct investments include equity capital, reinvested earnings and debt relations between ownership-related residents and non-residents. Since 31 October 2014, the Croatian National Bank has started to publish information in the field of statistics Relations (balance of payments, foreign debt and the IIP) in accordance with the methodology prescribed by the sixth edition of the Manual on Balance of Payments (Eng. Balance of Payments and International Investment Position Manual, BPM6), thus changing the presentational form of direct investment. Direct investments are not classified according to the so-called direction of investments (Eng. directional principle) on direct investment in Croatia and direct investment abroad anymore, but according to BPM6 apply the socalled principle of assets and liabilities (Eng. Assets / Liabilities principle). The aim is to point out the differences between the standards BPM5 and BPM6 and determine which activities and which countries are the most represented in the structure of direct investments in Croatia. By identifying relevant activities and countries in the structure of foreign direct investment, relevant information is obtained about the macroeconomic state of the Republic of Croatia and about the opportunities and potential dangers that certain activities and countries provide.
INTRODUCTION
Foreign direct investment (FDI) is a category of investment that reflects the objective of establishing a lasting interest by a resident enterprise in one economy (direct investor) in an enterprise (direct investment enterprise) that is resident in an economy other than that of the direct investor, regardless of whether a resident invests abroad or a non-resident invests in Croatian residents. The lasting interest implies the existence of a longterm relationship between the direct investor and the direct investment enterprise and a significant degree of influence on the management of the enterprise. The direct or indirect ownership of 10% or more of the voting power of an enterprise resident in one economy by an investor resident in another economy is evidence of such a relationship. Some compilers may argue that in some cases an ownership of as little as 10% of the voting power may not lead to the exercise of any significant influence while, on the other hand, an investor may own less than 10% but have an effective voice in the management. Nevertheless, the recommended methodology does not allow any qualification of the 10% threshold and its strict application is recommended to ensure statistical consistency across countries 1 . A direct investment relationship arises when an investor resident in one economy makes an investment that gives control or a significant degree of influence on the management of an enterprise that is resident in another economy, where control and significant degree of influence are defined as follows 2 :
Control is determined to exist if the direct investor owns more than 50 percent of the voting power in the direct investment enterprise.
A significant degree of influence is determined to exist if the direct investor owns from 10 to 50 percent of the voting power in the direct investment enterprise. . In line with the application of the new statistical standard, the presentation form of direct investments has also been changed. Direct investments are no longer classified in accordance with the directional principle to direct investments into the Republic of Croatia and direct investments abroad. Instead, under BPM6, the assets/liabilities principle is applied. In addition, direct investments within each of the segments are further divided into:
Direct investments in direct investment enterprises ("regular" direct investment).
Investments in direct investor (reverse investment) -This type of investment involves investments where the original recipient of a direct investment invests less than 10% in the capital of its direct investor or grants its direct investor some form of a loan (credit, note).
Investments between horizontally related enterprises (fellows) -This type of direct investments implies investments where the investor holds less than 10% share in the capital, if the investor belongs to the same group of enterprises as the reporting entity.
Motives and types of FDI
The basic rule of the market economy is the rule of equal supply and demand in order to reach the equilibrium of quantity and price. If this rule is applied on FDI, it would imply that the buyer and seller, or the recipient and provider of FDI, should have interest in FDI. There are four objectives that influence decisions of foreign investors on foreign investment (Pavlović, 2008):
1. Market-seeking 2. Efficiency-seeking 3. Resource-seeking 4. Asset-seeking (both tangible and intangible assets)
In addition to the aforementioned objectives, there is a strategic goal of investing, usually defined by the governments of individual countries, which encourages foreign investment of multinational companies in vital inputs, e.g. oil and gas (Pavlović, 2008.) . In particular, in the Republic of Croatia investment incentives are regulated by the Investment Incentives Act (hr. Zakon o poticanju ulaganja) under which the incentives are awarded to domestic and foreign, legal or natural persons. These incentives are mainly fiscal (tax and customs privileges), and to a lesser extent financial (covering the costs of employment) (Bilas, 2006.) .
The most common types of FDI are:
Horizontal and vertical investments Greenfield and brownfield investments Investments abroad in order to establish or buy an existing company that will replicate all of the existing production of investors are called horizontal investments. Basic economic motives for this type of investment are direct presence in foreign markets, bypassing customs and other duties which may burden imported products, as well as transport costs. Investments abroad in order to establish or buy an existing company that will manufacture part(s) of more complex products are called vertical investments. Most common motives for that type of investment are cheaper or accessible inputs (Pavlović, 2008) .
The growth enhancing ability of FDI is affected by the chosen mode of FDI. Andreas Johnson (2006) argued that the effects of FDI inflows on variables such as technology spillovers and physical capital are expected to differ between greenfield and brownfield FDI. Greenfield FDI implies that the Multinational Enterprise constructs new facilities of production, distribution or research in the host country. The result is an increase in the host country stock of physical capital that can be substantial, especially for capital-scarce developing economies. In the case of brownfield investment, the Multinational Enterprise acquires already existing facilities in the host country. Brownfield FDI should therefore only result in a limited increase in the stock of physical capital since there is a change in ownership rather than an inflow of new capital. Greenfield and brownfield FDI should affect the host country growth differently since greenfield (2005) found that there are few FDI in Croatia which represent greenfield investment, which create jobs, are export-oriented and represent a major impetus for economic restructuring. Without a consistent strategy of economic development and with the failed economic policies (which insists on stable prices and exchange rates) the Republic of Croatia failed to create an adequate macroeconomic and business environment and does not stimulate the investment climate for FDI. The problem of attracting foreign investors lies in the entire system from the administration, the judiciary, the tax system and political will to attract investments. There has to exist a political stability, transparency in privatization and strict conduction of contracts. This means that private property has to be protected, legislation and judicial protection improved, and corruption repressed.
Differences between directional principle and asset/liability principle
The latest international standards for compiling FDI statistics lead to more meaningful measures of direct investment but also lead to significant changes in the FDI statistics that can be hard to interpret. The latest guidelines recommend that these statistics be published according to the asset/ liability presentation rather than the directional presentation as had been recommended in previous guidelines so that the FDI statistics would be more comparable to the other statistics included in the BOP and IIP accounts. The two presentations cover the same flows and positions but differ in how they are classified and aggregated. As a result, the two presentations can differ significantly for specific countries and in specific time periods. However, they are related to one another.
The first main difference between the two presentations is how the pieces are organised. Under the asset/liability presentation, the asset side includes all assets of both resident parent companies and of resident affiliates, and the liability side includes all liabilities of both resident parents and resident affiliates. In contrast, the outward investment position consists only of positions of resident parents, and the inward investment side consists only of positions of resident affiliates. The second main difference is in the treatment of reverse investment. Reverse investment is when an affiliate invests in its parent. Under the directional presentation, reverse investment is subtracted to derive the amount of total outward or inward investment of the reporting country.
While the presentation on an asset/liability basis is appropriate for macroeconomic analyses, it is not as useful for studying the nature and motivations of foreign direct investment. For example, it is not useful for identifying the source countries of direct investment in a particular country or for assessing the access to specific foreign markets by direct investors in that country. The directional principle is most appropriate for these types of analyses and, thus, both BPM6 and BMD4 recommend that statistics by industry or by partner country or region be shown on a directional basis rather than an asset/liability basis. Contrary to given recommendation, it seems there is no public data available on FDI statistics following directional principle in the Republic of Croatia since 2014.
An examination of statistics for a sample of countries that published both measures revealed that the two measures tended to move together and tended to be of similar magnitude. These tendencies can be of use when analysing FDI statistics published according to the different presentations across countries or over time (OECD, 2014 H1 -There is a significant positive relation between net positions of FDI statistics measured by asset/liability principle and directional principle.
H2 -There is a significant positive relation between annual growth rates of FDI statistics measured by asset/liability principle and directional principle.
Since both measures are published only for years 2000-2013, only FDI statistics for given years was analysed. Table 4 shows net FDI position for both presentations, along with their growth rates.
Following the results given in Table 5 , hypotesis H1 wasn't confirmed, but, quite the opposite, there is a significant negative relation between net positions of FDI statistics measured by asset/ liability principle and directional principle. In other words, inward FDI are presented as negative values by asset/liability method while they are presented as positive values by directional method. Hypotesis H2 was confirmed, there is a significant positive relation between annual growth rates of FDI statistics measured by asset/liability principle and directional principle. Following the given conslusions, to conduct an analysis of FDI statistics by asset/liability method (without directional statistics of FDI) the net values and growth rates should be taken into account. 
FDI statistics for the Republic of Croatia in 2015
In accordance with the methodology prescribed by BPM6, data also include the round tripping, which increases net acquisition of financial assets and net incurrence of liabilities by the same amount. 
